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The Annual Meeting of the Shareholders will be held at 
12 Noon on March 21, 1966 at the Company's Head¬ 
quarters Building, 225 East Fourth Street, Cincinnati, Ohio. 

The statements and data in this report are for The Cincinnati and 
Suburban Bell Telephone Company , including a wholly owned 
subsidiary—Citizens Telephone Company. 
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Highlights of 1965 Telephones in service increased by 31,511 

to a total of 694,810 at year's end. 

Calls placed by our customers increased by 
25 million over 1964 and totaled 1.1 billion 
for the year 1965. Long distance messages 
amounted to 27.5 million, up 2.6 million, or 
10.3% over 1964. 

Construction costs for new plant amounted 
to $21.3 million. This was the largest con¬ 
struction expenditure in the history of the 
Company. Our total investment in telephone 
plant at the end of the year amounted to 
$237.6 million, or $338 per telephone. 

Taxes levied directly on the Company by 
Federal, state and local governments totaled 
$15.1 million. Total taxes, including excise 
taxes paid by our customers, amounted to an 
average of $2.76 per telephone per month. 
Action taken by Congress in 1965 provided 
for a sharp reduction and the eventual re¬ 
moval of the Federal excise tax on communi¬ 
cations services. On January 12, 1966, how¬ 
ever, President Johnson in his State of the 
Union message to Congress proposed that 
this tax be restored to the 10% level. 

Wages and related costs rose $1.6 million 
over 1964 to a total of $32.2 million. 

Earnings per share, based upon shares out¬ 
standing on December 31, were $3.35 com¬ 
pared with $3.16 in 1964. Earnings per aver¬ 
age share outstanding during the year rose to 
$3.59 compared with $3.20 in 1964. 

Dividends amounting to $2.25 per share 
were paid. On December 6, 1965 a quarterly 
dividend of 60<t per share, payable January 3, 
1966, was declared, an increase of 6.7% over 
the previous quarterly dividend. This was the 
87th consecutive year in which the Company 
. has paid dividends. 


All information in this report regarding shares , 
earnings and dividends per share is in terms of 
the new shares following the two-for-one stock 
split effective at the close of business on Novem¬ 
ber 30, 1965. 
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To The Share Owners 


Our annual report to you serves as both a 
factual account of the year gone by and a 
challenge, to us, to strive for continued suc¬ 
cess in the year ahead. The year 1965 was 
marked by significant achievements in our 
enterprise. 

During 1965 we experienced a gain of 
31,511 telephones in service, a 4.8% increase 
over December 31, 1964. By year's end there 
were 694,810 telephones in service in our 
operating area. Our customers placed more 
than 1.1 billion calls during the year, 25 mil¬ 
lion more than were placed in 1964. 

A $5.3 million increase in operating reve¬ 
nues in 1965 was the result of growth, in¬ 
creased rates in Kentucky, the vigorous 
marketing of existing services and the enthu¬ 
siastic acceptance of such new services as the 
dial-in-handset Trimline® telephone and a 
new repertory dialer, each of which made its 
debut during the year. Total operating reve¬ 
nues for the year were $72.0 million, 7.9% 
higher than in 1964. 

Our 1965 investment in new buildings and 
equipment to care for growth and increase 
the value and reliability of communications 


services to our customers amounted to $21.3 
million, the largest construction expendi¬ 
ture in the history of our Company. Our total 
investment in telephone plant at the end of 
1965 amounted to $237.6 million. This repre¬ 
sented an investment of $338 per telephone 
at the close of 1965. 

Operating expenses rose $2.7 million, prin¬ 
cipally as a result of rising wage costs and 
depreciation on the larger plant investment. 
Greater efficiency in many of our operations 
generally was responsible for keeping the 
6.5% rise in operating expenses below the 
7.9% increase in operating revenues. 

A new offering of capital stock was made 
to shareholders during September and early 
October. One new share was offered at a 
price of $80 for each 10 shares held at the 
close of business on September 1, 1965. 
About 99% of the common shares offered 
were subscribed for, resulting in $ 11.4 million 
of new capital which was used to reduce 
temporary borrowings. The number of share¬ 
holders rose from 14,561 at the end of 1964 
to 15,725 at the close of 1965. 

At a special meeting of shareholders on 
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Millions of Dollars 


Telephone Plant Investment 


Long Distance Messages 



November 15, a two-for-one split of the 
shares of capital stock outstanding as of the 
close of business on November 30 was 
authorized. In the same action, the number of 
authorized shares was changed from two mil¬ 
lion with a par value of $50 each to five mil¬ 
lion with a par value of $25 each. 

Earnings per share, based upon the num¬ 
ber of shares outstanding at the end of the 
year, were $3.35 compared with $3.16 at the 
end of 1964. Earnings per average share out¬ 
standing during 1965 were $3.59 compared 
with $3.20 in 1964. Dividends totaling $2.25 
per share were paid during the year. On De¬ 
cember 6 the Board of Directors declared a 
dividend of 604 on each share of $25 par 
value stock payable January 3, 1966, an in¬ 
crease of 6.7% over the previous quarterly 
dividend. The year 1965 was the 87th con¬ 
secutive year in which the Company has paid 
dividends. 

In February 1964 Citizens Telephone Com¬ 
pany filed with the Public Service Commis¬ 
sion of Kentucky an application for a general 
rate increase in the amount of $870,000. In 
August 1964, since the Commission had not 


reached a decision, the new rates were placed 
in effect as allowed by Kentucky law, with 
provision for refunds if the application was 
not granted in full. In February 1965 the Com¬ 
mission rendered its final decision which 
allowed an increase of only $173,000. 
Citizens Telephone Company appealed the 
Commission's decision to the Franklin Circuit 
Court, Franklin County, Kentucky. Largely up¬ 
holding the position of the Citizens Company, 
the court on August 2, 1965 vacated and set 
aside the Commission's decision and re¬ 
manded the case to the Commission for fur¬ 
ther proceedings. On October 8, 1965 the 
Commission and the cities which opposed 
the rate increase filed a notice of appeal to 
the Court of Appeals of Kentucky where the 
matter is now pending. The increased rates 
applied for by the Citizens Company remain 
in effect, subject to refund, until a final de¬ 
termination of the proceeding. 

Reductions in some interstate long distance 
telephone rates became effective during 
1965. The reductions apply to the longer dis¬ 
tances. As a result of the reductions, a three- 
minute, station-to-station interstate call to 


5 


Millions 














































Night Rates 

(and all day Sunday) 



Day Rates 



Day Rates are in effect 4:30 
a.m. to 6 p.m. weekdays — 
Monday through Friday. Dur¬ 
ing these hours a 3-minute 
station-to-station call to any 
place in the continental U.S. 
costs $2.00 or less. 


Evening Rates 

(and daytime Saturday) 



Evening Rates are from 6 to 8 
p.m. Monday through Friday 
and from 4:30 a.m. to 8 p.m. 
Saturday. During these hours 
a 3-minute "station " call to 
any place in the continental 
U.S. costs $1.50 or less. 


Night Rates , the lowest of all, 
are in effect 8 p.m. to 4:30 
a.m. every day of the week, 
and all day Sunday. In these 
hours a 3-minute "station" 
call to any place in the conti¬ 
nental U.S. costs $1.00 or less. 


any place in the continental United States 
(except Alaska) can be placed for as little as 
$1 or less, plus tax, all day Sunday and from 
3 p.m. to 4:30 a.m. on other days. Based upon 
our 1965 volumes the new interstate rates 
produced an annual savings of $840,000 for 
our customers. 

Revised intrastate long distance rates also 
were placed in effect early in 1965 in both 
Ohio and Kentucky to conform with the new 
interstate rate pattern. Based upon our 1965 
volumes, the new intrastate rates produced 
an annual savings of $90,000 for our Ohio 
customers and $22,000 for our Kentucky 
customers. 

Action taken by Congress in 1965 provided 
for the eventual removal of the 10% Federal 
excise tax on communications services. Orig¬ 
inally levied as a World War II emergency 
measure, the excise tax had been at the 10% 
level since 1954. The Excise Tax Reduction 
Act of 1965 provided a step-by-step reduction 
of the excise tax on local and toll telephone 
service and teletypewriter exchange service. 
Effective January 1, 1966 this tax dropped 
from 10% to 3%. On January 1, 1967 the tax 
is scheduled to drop to 2%, then to 1% on 
January 1, 1968, leading to its complete elim¬ 
ination on January 1, 1969. The 10% excise 
tax on private line communications service 
was eliminated in a single step on January 1, 
1966. It was with regret that we heard Presi¬ 
dent Johnson, in his State of the Union mess¬ 


age to Congress on January 12, 1966, propose 
that this tax be restored to the 10% level. 

In March 1965 a planning group was estab¬ 
lished to coordinate the Company's plan of 
developing a completely computerized Busi¬ 
ness Information System. A modern data pro¬ 
cessing system, to be completed over the next 
decade or more, will make possible a cen¬ 
tralization of records, so that information 
necessary in our daily operations can be ob¬ 
tained with greater speed, thereby effecting 
increased internal efficiency and an overall 
improvement in service to our customers. 

In October the Federal Communications 
Commission, which regulates the interstate 
portion of our business, announced its inten¬ 
tion to launch a formal investigation into Bell 
System rates and earnings on interstate com¬ 
munications services. As part of the Bell Sys¬ 
tem, we shall cooperate fully with the FCC 
and, if called upon, will furnish all relevant 
facts. Hearings are scheduled to begin in 
April 1966. 

We feel interstate rates and earnings have 
consistently been reasonable and fair to our 
customers, share owners and employees. Rea¬ 
sonable earnings have permitted the devel¬ 
opment and installation of equipment that 
makes possible fast and convenient long dis¬ 
tance service at rates which have been re¬ 
duced by 22% since 1940. We are confident 
these facts will be clearly demonstrated dur¬ 
ing the forthcoming hearings. 
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Plans Developed 
For Further Service 
Improvements 


In 1965 we placed additional emphasis upon meet¬ 
ing the communications needs of the handicapped. 



Following approval by The Public Utilities 
Commission of Ohio, our customers in the 
Batavia and Newtonsville areas in Clermont 
County, Ohio were canvassed early in the 
year to determine their interest in Extended 
Area Service which would provide toll-free 
calling to and from the Cincinnati and Ken¬ 
tucky metropolitan areas at higher monthly 
local service rates. Because a majority of cus¬ 
tomers in each area expressed a desire to be 
a part of the expanded calling area, work 
began in mid-1965 to provide the improved 
service by late 1966. Costing nearly $2 mil¬ 
lion, the project calls for the construction of 
building additions at Batavia and Newtons¬ 
ville, various equipment additions and ex¬ 
tensive outside plant construction. 

During the year the Company placed addi¬ 
tional emphasis upon its program of meeting 
the communications needs of the handicap¬ 
ped. Recognizing these special circumstances, 
our Company expanded its program of publi¬ 
cizing the services available to assist persons 
who have defects in hearing, speech and 
mobility. 

Trend Indicates Preference For One-Party Service 
























Customers Welcomed New Services 


The introduction of several new communi¬ 
cations services during 1965 sparked both 
customer and employee enthusiasm. The 
unique, convenient Trimline telephone, 
which incorporates the dial in the handset, 
was introduced on October 1 with an all-out 
promotional advertising campaign. Customer 
response to the unique instrument was very 
gratifying. Customers recognized that the 
Trimline set was, indeed, "The Phone Of The 
Future In The Palm Of Your Hand," and by 
year's end nearly 14,000 of the modern tele¬ 
phones had been installed. 

A new automatic dialer with a motorized 
selector was introduced in our area. With a 
storage capacity of up to 1,000 telephone 
numbers, the handy dialing aid immediately 
earned popularity. Tele-Lecture, a technique 
for bringing a distant speaker to an audience 
by means of an amplified telephone call, was 
made available for the first time. A series of 
new training programs called Phone Power 
were presented to some of our business cus¬ 
tomers to help them derive greater profits 
and efficiency from the use of their telephone 
service. 

Since the introduction of Touch-Tone® 
pushbutton dialing in the St. Bernard central 
office area in June 1964, the modern service 
has become increasingly popular. During 
1965 the Dixie, Evendale, Milford and West¬ 
ern Hills offices and, on a limited basis, the 
209 West Seventh Street Building were equip¬ 
ped for Touch-Tone calling. By year's end 
more than 5,000 Touch-Tone instruments 
were in service in our operating area. 

Centrex systems were installed for the Gen¬ 
eral Electric Company, Good Samaritan Hos¬ 
pital, Hamilton County administrative depart¬ 
ments, the United States Government and 
University of Cincinnati Medical Center. Cen¬ 
trex service makes possible the direct dialing 
of individual extensions from outside tele- 
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Installer repairmen, like Earl Dunham pictured above demonstrating features of the 
new Trimline telephone to Cincinnati resident Mrs. Charles Lowenthal, are privi¬ 
leged to show our products personally to customers nearly 20,000 times each month. 









phones. Also, this type of service was adapted 
to meet the needs of our smaller business 
customers who have as few as 100 telephones. 
Previously a minimum of 300 telephones 
was required in a Centrex installation. 

The first microwave radio equipment to be 
engineered, installed and owned by our Com¬ 
pany was placed in operation in 1965 as part 
of a new communications system linking 
major Ohio cities, including Cincinnati, 
Columbus and Cleveland. The system is 
owned jointly with The Ohio Bell Telephone 
Company. Capable of carrying 6,000 simul¬ 
taneous long distance telephone conversa¬ 
tions, the system required the installation of 
a considerable amount of electronic equip¬ 
ment at our 209 West Seventh Street Building 
and the placement of microwave equipment 
at the site of an AT&T-owned, 300-foot-high 
tower near Owensville, Ohio. 

Expansion of our business is largely depend¬ 
ent upon the marketing of auxiliary services, 
such as extensions, color sets, automatic 
dialers, the Princess® and Trimline tele¬ 
phones and a wide variety of other services 
designed to increase the value and enjoyment 
of the basic service. The vigorous promotion 
and enthusiastic acceptance of auxiliary serv¬ 
ices over the years have helped to maintain a 
reasonable level of earnings in the face of 
rising operating costs. 

Increased sales during 1965 were the result 


Businessman Clifford Dillhunt was among the first 
of our Kentucky customers to enjoy modern Touch- 
Tone service , installed for him by Installer Repair¬ 
man Howard Lancaster , center, and Glenn Schmidt. 
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Extensive equipment additions and modifications at the Dixie Building were 
required to make possible our first offering of Touch-Tone service in Kentucky. 
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of the concentrated efforts of three groups 
of employees. Marketing representatives 
assisted our business customers by analyzing 
their communications needs to determine the 
types of services which would best meet their 
requirements. Business office personnel, who 
talk by telephone to more than 70,000 cus¬ 
tomers each month, and our installer repair¬ 
men, who personally call on nearly 20,000 
customers monthly, continued to take the 
initiative in recommending new and addi¬ 
tional communications services to meet the 
needs of our residence customers. We are 
pleased to be able to offer a wide variety of 
communications services to meet customer 
needs, and to have highly competent, mar¬ 
ket-oriented people promote our offerings. 


Customers Recognize Advantages 
Of Home Extension Telephones 



During 1965 our Company participated in the 
development of a new microwave radio transmis¬ 
sion system to link a number of cities in Ohio. 






























Telephone Men And 
Women—Their Skill And 
Dedication Determine 
Quality Of Our Service 


Our ability to render outstanding tele¬ 
phone service is dependent upon the dedica¬ 
tion and resourcefulness of all telephone men 
and women. Our carefully chosen, trained 
and motivated people earned innumerable 
commendations from customers during the 
year. We are always pleased when our cus¬ 
tomers take the time to write us, whether 
to commend or criticize our work, for such 
messages are important indicators of our 
overall performance. 

Many of our people were promoted to 
positions of greater responsibility during the 
year. Forty-seven of our newest managers at¬ 
tended "Preparation for Leadership" training 
conferences, and 36 attended sessions on 
"Management Fundamentals." This valuable 
training helps each new manager develop 
the techniques required in the supervisory 
job for which he has been selected. 

During the year 48 of our employees were 
on leaves of absence while serving in the 
military services of our Country. 

On December 6, 1965 Chairman of the 
Board Bayard L. Kilgour, Jr. pledged our Com¬ 
pany's assistance in forming the Cincinnati 
Plans for Progress Council to implement a 
voluntary plan designed to cope with em¬ 
ployment problems of minority groups in the 


area. Thus, our Company became one of the 
charter members of the Council which will 
strive to foster more widespread hiring, pro¬ 
moting, training and compensating of per¬ 
sonnel without regard to race, creed, color 
or national origin. Equal employment has 
been our policy for many years, and we are 
proud to join in a volunteer movement to 
support the law of the land and one of our 
Company's fundamental beliefs. 

Wage negotiations were held between the 
Company and the Communications Workers 
of America during the year. This was the 
second and last wage reopener provided by 
the three-year agreement signed by the Com¬ 
pany and the union in 1963. Wage adjust¬ 
ments which were negotiated, plus increases 
granted to employees not represented by the 
union, and related costs, amounted to 
$770,000 per year. 

Our pension trust funds are assigned irrev¬ 
ocably to service pensions and death benefits 
and are not part of the assets of the Com¬ 
pany. Payments by the Company into the 
funds, which are administered by independ¬ 
ent professional trustees, totaled $2.6 million 
in 1965. This amount was determined actu- 
arially. The total amount in the funds on 
December 31 was $29.1 million. 
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On November 15, 1965 Bayard L. Kilgour, Jr. was 
elected to the newly created post of Chairman of 
the Board of the Company. Mr. Kilgour, who had 
been President since May 1946, assumed his new 
duties as Chairman of the Board on December 1. 


William I. Whittaker was elected President and a 
Director of the Company on November 15, effective 
December 1. He has almost 37 years of Bell System 
service, most recently as Assistant Vice President 
in the Business Relations Department of AT&T. 








Organization Changes 


On November 15, 1965 the Board of Direc¬ 
tors elected Bayard L. Kilgour, Jr. Chairman of 
the Board. William J. Whittaker was elected 
President and a Director of the Company. 
The changes became effective December 1. 

Mr. Kilgour, who had been President since 
1946, continues as chief executive officer re¬ 
sponsible for the general supervision of the 
business. 

Mr. Whittaker began his telephone career 
in 1929 with the American Telephone and 
Telegraph Company. He was named Assistant 
Treasurer in the Long Lines Department of 
AT&T in 1955 and in 1959 was appointed 
Assistant Vice President—Personnel. In 1962 
he became Vice President and General Man¬ 
ager of Bellcomm, Inc., the Bell System 
staffed organization that provides systems 
engineering assistance to the Project Apollo 
lunar program. In 1964 Mr. Whittaker was 
named Assistant Vice President in the Busi¬ 
ness Relations Department of AT&T. 

The resignation of Executive Vice President 
and Director Joseph J. Urban was accepted 
by the Board of Directors in September. Mr. 
Urban returned to the New England Tele¬ 
phone and Telegraph Company on October 1 
as a Vice President. 

General Counsel Carl M. Jacobs resigned 
effective June 30, after 33 years of dedicated 
service. Following Mr. Jacobs' resignation, 
the law firm of Frost and Jacobs was desig¬ 
nated General Counsel with Charles G. 
Puchta, a partner of that firm, named as 
Counsel for the Company. 


Safety Stressed 
In All Our Operations 

The safe performance of daily tasks is stres¬ 
sed continually in all departments. During the 
year five employees were involved in on-the- 
job accidents which resulted in one or more 
days of absence as compared to seven em¬ 
ployees in 1964. Off-duty lost-time accidents 
resulting in absences were experienced by 
110 employees. During the year we con¬ 
tinued to promote safety in the conduct of 
daily affairs on or off the job, stressing the 
hardships and costs resulting from needless 
injuries. 

During 1965 our fleet of motor vehicles 
traveled more than seven million miles, with 
an average of 89,529 miles driven per acci¬ 
dent in which the Company driver was 
judged to be at fault. Although this safety 
record is unmatched in most other major 
industries, our program of driver education 
and training will receive continued emphasis. 
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Individual And Corporate Participation In 
Community Activities Continued 


< 


( 


Over the past several years thousands of 
members of civic, social and church organ¬ 
izations have enjoyed films, lectures and 
demonstrations related to our business and 
offered by the Company's Program Bureau. 
Requests for these programs, which are of¬ 
fered free of charge, totaled almost 11,000 
during the year. In addition, science aid pro¬ 
grams were made available to elementary 
and high schools. These instructional aids, 
used by more than 30,000 students in 1965, 
are updated regularly. Financial contributions 
were made to the six major institutions of 
higher learning in our area. 

Members of Kilgour Chapter of the Tele¬ 
phone Pioneers of America continued their 
program of service to the blind in 1965. The 
organization is composed of career em¬ 
ployees with 21 or more years of service in 
the telephone industry. Retired employees, 
who are life members of the Pioneers, com¬ 
pleted a project of providing 35,000 Braille 
textbook pages for blind school children and 
prepared 5,000 pages of embossed labels for 
canned foods. Additionally, Kilgour Chapter 
members repaired radios and "talking books" 
for the visually handicapped. 

In the 1965 United Appeal campaigns in 
our area, employees pledged a record 
$112,588 to assist their less fortunate neigh¬ 
bors. This total represented an average pledge 
of $29.38 per employee. Our employees also 
devoted considerable efforts in behalf of 
these worthy undertakings. 



Telephone Company Representative Nancy Storch 
informed practicing teachers of the variety of tele¬ 
phone teaching aids available from our Company. 
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Assistant Chief Operator Jo Ann Keys, center, dis¬ 
cussed duties of operators with visiting vocational 
guidance counselors, teachers and administrators. 





July 15, 1965 marked the 50th anniversary of Cin¬ 
cinnati's first telephone call to the West Coast. 
President B. L. Kilgour, Sr. placed the historic call. 
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Urban redevelopment projects are under way in several cities in our area. Shown in 
white on this model are several new buildings tentatively planned for Downtown Cin¬ 
cinnati. The new Convention Hall (center foreground) is due to be completed in 1967. 







We Take Pride In Past 
Achievements And Plan 
Carefully For The Future 


The year 1965 marked the 50th anniversary 
of the first transcontinental call, placed be¬ 
tween New York and San Francisco on Jan¬ 
uary 25, 1915, and Cincinnati's first call to San 
Francisco, which occurred on July 15, 1915. 

Few, if any, of the hundreds of spectators 
who gathered to witness these events a half- 
century ago could have imagined the vast 
network of communications pathways which 
span our continent today. The network makes 
possible fast, convenient long distance tele¬ 
phone calls and the rapid transmission of 
information from one business machine to 
another in a distant city as easily as placing 
a telephone call to a neighbor next door. 
Unceasing engineering improvements over 
the years have made it possible to transmit 
voice and data communications over the 
same pathway with equal ease and with un¬ 
questionable reliability. 

We are proud to be a part of such a vast 
and continually growing system. We are 
pleased, also, to be privileged to serve an 
area which currently is experiencing consid¬ 
erable revitalization. Several of the commu¬ 
nities we serve are involved in redevelopment 
projects which will enhance their abilities to 
grow and prosper. We pledge ourselves to 
meet the new and increased demands for 
communications services which certainly will 
evolve as these projects are pursued. In addi¬ 
tion, we hope to contribute to the expansion 
of the communities we serve through active 
support of future worthy projects. 

We wish to express our appreciation to the 
15,725 owners of the business, to our 4,043 
employees and to our more than 400,000 
customers for the loyalty, cooperation and 
understanding given us throughout 1965. 

For the Board of Directors 

BAYARD L. KILGOUR, JR. 

Chairman of the Board 

February 2, 1966 
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The Cincinnati and Suburban Bell Telephone Company and Citizens Telephone Company 


Assets 


Dec. 31,1965 

TELEPHONE PLANT AND OTHER INVESTMENTS-AT COST 
Telephone plant (land, buildings and equipment) 


In service . $234,351,000 

Under construction. 2,830,000 

Held for future use. 373,000 

237,554,000 

Less: Depreciation reserve. 63,579,000 

173,975,000 

Investment in subsidiary not consolidated. 683,000 

Capital stock. $468,000 

Advances . 215,000 

Other investments. 7,000 

174,665,000 


CURRENT ASSETS 

Cash. 998,000 

Receivables—less reserve for uncollectibles. 9,094,000 

Material and supplies. 586,000 


10,678,000 


PREPAYMENTS AND DEFERRED CHARGES 

Prepayments (principally directory expenses). 477,000 

Deferred charges. 188,000 

665,000 

TOTAL ASSETS. $186,008,000 


Dec. 31, 1964 


$218,187,000 

4,434,000 

373,000 

222,994,000 

59,472,000 

163,522,000 

672,000 


7,000 

164,201,000 


1,434,000 

8,109,000 

471,000 

10,014,000 


496,000 

125,000 

621,000 

$174,836,000 
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Consolidated Balance Sheets 


Liabilities 


SHARE OWNERS' EQUITY 

Common stock—par value ($25 per share). 

At December 31, 1965, authorized 5,000,000 shares, out¬ 
standing 3,173,298 shares after giving effect to 2 for 1 split. 

Premium on common stock. 

Common stock installments by employees. 

On 53,820 shares at December 31, 1965, refundable at 
employee option. Of the 200,000 shares which may be 
issued under the Plan approved in 1960 by the stock¬ 
holders, 139,632 have been issued. 

Retained earnings (see note page 23). 


FUNDED DEBT-DEBENTURES 

Thirty-five year 4 V 2 % due 1993. 

Forty year 4%% due 2002 . 

ADVANCES FROM AMERICAN TELEPHONE 

AND TELEGRAPH COMPANY. 

Temporary financing of plant additions. 

NOTES PAYABLE TO BANKS. 

Temporary financing of plant additions. 

CURRENT LIABILITIES 

Accounts payable .. 

Advance billing and customers' deposits . 

Dividend payable .. 

Taxes accrued. 

Interest accrued.. 


DEFERRED CREDITS 
Unamortized investment credit 
Other. 


TOTAL LIABILITIES 


Dec. 31, 1965 


$ 79,333,000 

6,619,000 

1,805,000 


26,762,000 

114,519,000 


25,000,000 

20,000,000 

45,000,000 


2,100,000 


6,595,000 

1,867,000 

1,904,000 

9,251,000 

659,000 

20,276,000 


1,741,000 

2,372,000 

4,113,000 

$186,008,000 


Dec. 31, 1964 


$ 72,153,000 


2,302,000 

661,000 


22,980,000 

98,096,000 


25,000,000 

20,000,000 

45,000,000 


6,100,000 


3,600,000 


5,267,000 

1,765,000 

1,631,000 

8,971,000 

713,000 

18,347,000 


1,357,000 

2,336,000 

3,693,000 

$174,836,000 
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The Cincinnati and Suburban Bell Telephone Company and Citizens Telephone Company 


OPERATING REVENUES 

Local service. 

Toll service. 

Miscellaneous. 

Principally from directory advertising. 

Less: Provision for uncollectibles. 

Total Operating Revenues (see note page 23). 

OPERATING EXPENSES 

Maintenance. 

Depreciation.. 

Representing 5.1 % of average investment in depreciable plant. 

Traffic. 

Principally wages of telephone operators. 

Commercial. 

Primarily costs of local business office operations. 

Marketing. 

Accounting. 

Provision for pensions and other employee benefits. 

Services received under license contract. 

Other operating expenses. 

Less: Expenses charged construction. 

Total Operating Expenses. 

Net Operating Revenues. 

OPERATING TAXES 

Federal income . 

State, local and social security. 

Total Operating Taxes. 

Operating Income (carried forward). 


Year 1965 

Year 1964 

$51,364,000 

$47,966,000 

17,692,000 

15,800,000 

3,187,000 

3,182,000 

225,000 

216,000 

72,018,000 

66,732,000 

13,346,000 

12,598,000 

11,117,000 

10,423,000 

5,018,000 

4,780,000 

2,229,000 

2,107,000 

3,214,000 

3,048,000 

2,925,000 

2,751,000 

3,499,000 

3,114,000 

678,000 

626,000 

3,130,000 

2,985,000 

1,296,000 

1,250,000 

43,860,000 

41,182,000 

28,158,000 

25,550,000 

8,874,000 

7,960,000 

6,260,000 

6,049,000 

15,134,000 

14,009,000 

$13,024,000 

$11,541,000 












































Consolidated Income Statements 


Year 1965 Year 1964 

Operating Income (brought forward). $13,024,000 $11,541,000 

OTHER INCOME. 174,000 217,000 

MISCELLANEOUS DEDUCTIONS FROM INCOME . 113,000 230,000 

Total Income. 13,085,000 11,528,000 

INTEREST DEDUCTIONS . 2,456,000 2,396,000 

Principally on funded debt. 

NET INCOME. $10,629,000 $ 9,132,000 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 


Year 1965 

BALANCE AT BEGINNING OF YEAR. $22,980,000 

ADDITIONS: 

Net income. 10,629,000 

Miscellaneous additions. — 

DEDUCTIONS: 

Dividends. 6,768,000 

Miscellaneous deductions . 79,000 

BALANCE AT END OF YEAR. $26,762,000 


Year 1964 
$20,226,000 

9,132,000 

59,000 

6,427,000 

10,000 

$22,980,000 


Note: Total Operating Revenues include approximately $896,000 in 1965 and $327,000 
in 1964 subject to possible refund to customers in connection with a Kentucky rate case 
now pending in the court; and Retained Earnings at December 31, 1965 include a related 
reservation in the amount of $600,000 after tax effect. 


The investment credit authorized by the Revenue Act of 1962 is being amortized by 
credits to operating income over the service life of the plant giving rise thereto. 
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The financial statements on pages 20 to 
23 consolidate the accounts of The Cincin¬ 
nati and Suburban Bell Telephone Com¬ 
pany and Citizens Telephone Company. 

These Companies maintain their ac¬ 
counts in accordance with the Uniform 
System of Accounts prescribed for tele¬ 
phone companies by the Federal Com¬ 
munications Commission. 

A. T. BONNICK 
Comptroller 

Report of Independent 
Certified Public Accountants 

TO THE SHARE OWNERS OF 
THE CINCINNATI AND SUBURBAN 
BELL TELEPHONE COMPANY: 

We have examined the consolidated 
balance sheet of The Cincinnati and Sub¬ 
urban Bell Telephone Company and Citi¬ 
zens Telephone Company as of December 
31, 1965, and the related income state¬ 
ment and statement of retained earnings 
for the year then ended. Our examination 
was made in accordance with generally 
accepted auditing standards, and accord¬ 
ingly included such tests of the accounting 
records and such other auditing proced¬ 
ures as we considered necessary in the 
circumstances. We previously examined 
and reported upon the consolidated finan¬ 
cial statements of the Companies for the 
year 1964. 

In our opinion, the financial statements 
(pages 20 to 23) present fairly the consoli¬ 
dated position of The Cincinnati and Sub¬ 
urban Bell Telephone Company and Citi¬ 
zens Telephone Company at December 31, 
1965 and 1964, and the consolidated re¬ 
sults of their operations for the years then 
ended, in conformity with generally ac¬ 
cepted accounting principles applied on 
a consistent basis. 

LYBRAND, ROSS BROS. & MONTGOMERY 
Cincinnati, Ohio 
February 2, 1966 


10 YEARS OF PROGRESS 


1955 


TELEPHONES 

467,103 

Business 

129,518 

Residence—Main 

290,289 

—Extension 

47,296 ! 

—% One-Party 

26.3 I 

LONG DISTANCE MESSAGES 

13,273,000 ! 

EMPLOYEES 

3,665 

Men 

2,068 

Women 

1,597 i 

PAYROLL AND RELATED COSTS 

$ 17,383,000 : 

PLANT INVESTMENT 

$119,593,000 

INCOME AND EXPENSE 


Revenues 

$ 39,569,000 

Expenses 

22,693,000 

NET REVENUES 

16,876,000 

Taxes 

9,904,000 

Other Income, Net 

-32,000 

Interest 

134,000 

NET INCOME 

6,806,000 

AVERAGE SHARES 

2,499,834 

TAXES PER SHARE 

$3.96 

EARNINGS PER SHARE 

$2.72 

DIVIDENDS PAID PER SHARE 

$2.25 

SHARE OWNERS 

10,632 


24 

























1960 

1961 

1962 

1963 

1964 

1965 

587,675 

599,215 

619,562 

639,904 

663,299 

694,810 

160,966 

163,537 

167,167 

171,129 

176,637 

184,185 

328,737 

329,645 

336,608 

343,111 

349,201 

359,585 

97,972 

106,033 

115,787 

125,664 

137,461 

151,040 

45.1 

49.4 

53.9 

58.6 

62.3 

66.5 

21,575,000 

21,756,000 

21,983,000 

23,388,000 

24,895,000 

27,452,000 

3,888 

4,003 

4,016 

3,972 

3,975 

4,043 

2,263 

2,310 

2,318 

2,300 

2,268 

2,303 

\ 1,625 

1,693 

1,698 

1,672 

1,707 

1,740 

$ 25,000,000 

$ 26,373,000 

$ 28,002,000 

$ 28,784,000 

$ 30,522,000 

$ 32,165,000 

$170,058,000 

$184,029,000 

$197,004,000 

$209,605,000 

$222,994,000 

$237,554,000 

' 

$ 54,408,000 

$ 56,806,000 

$ 59,844,000 

$ 62,828,000 

$ 66,732,000 

$ 72,018,000 

32,567,000 

34,477,000 

36,717,000 

38,396,000 

41,182,000 

43,860,000 

21,841,000 

22,329,000 

23,127,000 

24,432,000 

25,550,000 

28,158,000 

12,230,000 

12,522,000 

12,957,000 

13,926,000 

14,009,000 

15,134,000 

-257,000 

-138,000 

-161,000 

7,000 

-13,000 

61,000 

1,258,000 

1,607,000 

1,973,000 

2,187,000 

2,396,000 

2,456,000 

8,096,000 

8,062,000 

8,036,000 

8,326,000 

9,132,000 

10,629,000 

2,748,906 

2,750,248 

2,787,884 

2,823,816 

2,856,464 

2,958,486 

$4.45 

$4.55 

$4.65 

$4.93 

$4.90 

$5.12 

$2.95 

$2.93 

$2.88 

$2.95 

$3.20 

$3.59 

$2.25 

$2.25 

$2.25 

$2.25 

$2.25 

$2.25 

r"- 

12,020 

12,232 

13,954 

13,885 

14,561 

15,725 
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